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SUBJECT: SPECIAL INSPECTION OF FBO 

REF: STATE 253838 

1 . FOLLOWING RECEIPT OF REFTEL, I WANTED TO MAKE 
SPECIAL EFFORT HERE TO: (A) OBTAIN, THEN STUDY, 

ALLEGATIONS OF WIDESPREAD FBO IRREGULARITIES IN 
THE WASHINGTON POST ARTICLE OF AUGUST 14, 1976; 

(B) REVIEW THIS EMBASSY'S EXPERIENCES WITH FBO IN 
RECENT YEARS, PARTICULARLY THE PERIOD PRIOR TO MY 
ARRIVAL IN PRAGUE IN MAY 1976; AND (C) PREPARE THE 
FOLLOWING REPORT ON BASIS OF MY FINDINGS. 

2. IN GENERAL, EMBASSY PRAGUE APPEARS TO HAVE HAD A 
SATISFACTORY AND BUSINESSLIKE RELATIONSHIP WITH FBO 
IN CONTRACTS OVER THE YEARS WITH FOREIGN FIRMS 
BIDDING ON PROJECTS AFFECTING US PROPERTY IN 
CZECHOSLOVAKIA. I KNOW OF NO INSTANCES OF 
IMPROPRIETY. IT MAY OR MAY NOT BE GERMANE TO 
NOTE, HOWEVER, THAT FOR A NUMBER OF YEARS THE 
THEIRGARTNER FIRM OF VIENNA WAS FAVORED WITH MANY 
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CONTRACTS FOR WORK ON EMBASSY PROPERTY. SOME OF 
THESE CONTRACTS WERE QUITE LUCRATIVE - E.G., 

$57,949.00 /F $89,022.89 TOTAL EXPENDITURE FOR 
INSTALLATION IN 1970 OF A CENTRAL HEATING SYSTEM 
IN THE EMBASSY RESIDENCE COMPLEX. A REVIEW OF 
OUR FILES REVEALS THAT THEIRGARTNER WAS CONSISTENTLY 
THE LOW BIDDER ON SUCH PROJECTS. IN DECEMBER 1975, 
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THE EMBASSY CEASED, HOWEVER, WHAT HAD BECOME 
EXPENSIVE SEMI-ANNUAL INSPECTION FEES OF $1200 
(E.E. $2400 PER YEAR) FOR THEIRGARTNER MAINTENANCE 
OF OUR HEATING PLANT. WE ASKED FOR AND RECEIVED 
FBO APPROVAL TO EXPLORE MAINTENANCE CONTRACTS WITH 
OTHER FIRMS AND SUCCEEDED IN WORKING OUT A CONTRACT 
WITH AN FRG COMPANY FOR MONTHLY CHECKUPS AND SEMI 
ANNUAL INSPECTIONS FOR ONLY $36.00 MONTHLY ($432 
PER YEAR). 

3. SINCE THEN, WE HAVE MOVED FARTHER AWAY FROM 
DEALING WITH THTF.R GARTNER. FOR EXAMPLE, IN SUMMER 
1976 WE WISHED TO RENOVATE THE EMBASSY'S GREENHOUSE. 

I UNDERSTAND (OUR ADMIN OFFICER WAS TOLD BY 
AN EMBASSY VIENNA OFFICER) THAT A THEIRGARTNER 
REP CONTACTED AN FBO AREA OFFICER IN WASHINGTON 
TO ELICIT HIS SUPPORT FOR THE GREENHOUSE HEATING 
INSTALLATION BID AND WAS PROMISED SUPPORT ONLY 
IF THE EMBASSY REQUESTED SUCH APPROVAL. THE 
EMBAIY SOUGHT COMPETITIVE BIDS, WITH THE FOLLOWING 
RESULTS: THEIRGARTNER BID $12,000; KLOCKNER (FRG) 

$9570; AND DUKLA CKD (CZECHOSLOVAKIA) $6500. ON 
OUR RECOMMENDATION, FBO APPROVED THE LOW BID. 

4. 1 WOULD LIKE TO POINTOUT THAT FBO HAS BEEN 
NOTABLY HELPFUL TO US SINCE MY ARRIVAL - MAINLY 
IN SUPPORTING EFFORTS TO RENOVATE THE FACADE OF 
OUR 17TH CENTURY CHANCERY, A PROJECT BEING CARRIED 
OUT BY CZECHOSLOVAK TECHNICIANS AND ARTISANS. IN 
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THIS PROJECT, TOO, I AM UNAWARE OF ANY SIGNS OF 
IMPROPRIETY. 

5. IN LIGHT OF THE ABOVE, HERE ARE MY VIEWS REGARDING 
THE SPECIFIC QUESTIONS RAISED IN PARA 2 REFTEL: 

(A) I SEE NO MALFEASANCE OF FBO PERSONNEL DURING MY 
ASSIGNMENT HERE. MOREOVER, I AM IN NO POSITION TO 
PASS JUDGMENT ON EXPENDITURES PRIOR TO THIS TIME. 

(B) MY ONLY SUGGESTION FOR IMPROVING FBO OPERATIONS 
IN CZECHOSLOVAKIA IN PARTICULAR - AND PERHAPS 
CENTRAL EUROPE IN GENERAL - WOULD BE TO CARRY OUT 
PRECISE COMPARATIVE COST SURVEYS PERIODICALLY, 

PERHAPS EVERY TWO OR THREE YEARS, OF AUSTRIAN, 

FRG AND ANY OTHER MAJOR CONTRACTORS OF THE AREA 
TO ENSURE THAT THE USG IS GETTING MAXIMUM QUANTITATIVE 
AND QUALITATIVE PERFORMANCE AT MINIMUM COST. 

6. IF NEED BE THESE MATTERS CAN BE DISCUSSED WITH 
THE INSPECTORS DURING THEIR LATE MARCH VISIT HERE. 
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